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® Data proceealng system for admlnietertng a program to allocate financial assets. 



(sr) A data processing system and method allo- 
cates financial assets among a plurality of in- 
vestments m response to questionnaire data 
indicating an investors financial needs, goals 
and risk tolerance. Alter a suitable allocation 
has been made, a reporting letter « prepared to 
advise the investor of recommended types of 
investments. 
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BACKGROUND OF THE INVENTION 

rh^r«^.,V J Jv2 ,nf0rrnab0 ° and ldv »« " to how and where to invest m order to achieve 

^er f •oanoai goats. Th ... profeas»nai, not only hay. accaas to soecahzed information , bout dZran ^1! 
a^L^TT" 1 rt,P ^ V# ^ ind but alao have training in how to 

or . particular f menoal c^msuncea and how to best ta<or an mv.etment strategy to meat ,n d^LVf m.n C i 
need. Th. profeseiortal would aeatat ah mveaex by detaining a wee-efruetiired TaaVwalSc^lr*^ 
in wh.ch th.inv.ator', finance .Mat. are -located among a vTtaty or «fJee£^ 
as stocks, bonds, mutual fund, of varioua typea. etc. Heaver. * can requr. a «ign,f icant amcTt of £ Z 
gather information and evaluate it in order to recommend such an allocation ° 
Thos. professionals having a proven record of success are. of course, highly sought after, and Ihe averaoe 
«nve«or . gently „n.bl. to obtain or afford the person* attention of a Icces.L prc^ess^L m,n3 
Thu,. * ha. previously been dt ficuft for th. av^ga investor to obtain the type of personated investment 
. 15 counseling from a top profasiionai that he might desire. '"vestment 

f 0 rrrT,1^1r^A C T ,U ^^ '™nc* marker™ aerv^. a haa become pos.it>.. to .nout 

dealing with large numbers of individual masters, it becomes cumbersome and prohibitively e«pens.ve to oath- 
er end proves lengthy and higNy deta-edfin*** informabon. In other words, if many .v.n.aT.ve.torVw ,n 

20 to obtain cc*nputar-b..ad investrr-nt advice, th. proomn must be des,ned such that it i, .^.7.7.," 
sonabl. pnc. to the indMduata. The amount of information must belimited. andhence thecNaceof what ques- 
tion, to .an ta enportant In addition the type of question, must be comprehensible to a unsophisticated or ,n. 
e.penencod mv.ator who may be unfamiliar w«h different type, of investments, not to mention the details of 
any investments he may already hold. 

n Therefore, it a essential that the information obtained from the individual investor be carefully selected to 
most appropriately categorize hts financial position and goals, and that the program to evaluate th.s .nformat.on 
be designed to majumae the use of this information and to provide the <ndmdual investor with a su.tatiie end 
realistic recommendation for allocation of hts assets. 

30 Q8JECTS AND SUMMARY OF THE INVENTION 

Accordingly, it is an object of the present invention to provide a computer-based asset allocation serv.ee 
that avoide the above- desenbed disadvantages of the poor art 

It is a further object of the present invention to provde a computer-based asset allocation system that op*. 
« mties the type of information required from an individual investor and processed by the system 

It is a further object of the present invention to provide a data processing system for admtmstenng a pro- 
gram to allocate financial assets in reaponae to th. opomaed information from th. individual investor. 

Uisye< a further obiect of the present invention to provide a data processing system for admnistenng a 
program to allocate financial assets that ia suitable for the investor s present needs end future financial goals. 
40 in • coonJ * nca ** h of the preeant invention, a data processing system for edmmtetenng a pro- 

pn^toalccatefinancaalaeaettbyde b ^ 

prieee first memory means for staring investment data defining a plurality of investments, second memory 

means for staring category data defining a plurality of investment categories, each investment category cor. 

responding to et leaat one of t he investments, input mesne for inputting questionnaire data Indudtog an invest- 
« ore financial eaeeta data, financial goal data end riak tolerance data <phmarly m regard to an ability to bear 

ria * ***** iwv * * t rw>n( principal ). allocation meane for allocating the financial assets to a euttabie one of the 

investment categories in dependence on the questionnaire data, and output me ens for outputbng a report in. 

eluding the suitable investment category end the at leaat one investment corresponding thereto. 

These and other object* aspects and features of the present invention will be understood from the ft* 
30 ,owma tmaiM description of a preferred ernbodiment thereof, taken in combination with the following draw- 

inga. 

BRIEF DESCRIPTION OF THE DRAWINGS 

" Fig. 1 is a block diagram of a data processing system in accordance with the present invention: 

Fig. 2 is e flowchart of an overal data procosaing method in accordance with a preferred embodiment of 
the present invention; 

Fig. 3 is e detailed flowchart of a frst portion of Ihe flowchart of Fig. 2; and 
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Figs. 4A-4F are. m combination, a detailed flowchart of a second portion of the flowchart of F.g 2 

OETAILSO DESCRIPTION OP THE PREFERRED EMBODIMENT 
4 ' " " ' ' " 

A summary of (he baste method underlying the system ts as follows. Investors (and potential investors) 
must complete all of the questions in the allocation questionnaire. The ouestionnare generally measures an 
investor s current financial situation, financial needs and goals, and hsk tolerance. The data ts input and * 
then processed by a computer program, and the allocation recommendation is generated directly from the pro- 
to gram. A preferred embodiment of the questionnaire is attached at the end of the present spec* icabon. 

The program gives various weights to each of the answers provrted by en investor, and * combination 
wit h cartam other evaluations, produces the allocation recommendation. There is no further human evaluation 
of the data unless the program itself defaults in the analysis because of an improperly completed questionnaire 
or if the investor himself indicates that human evaluation is required (see Question 19). 
ts The recommendation is provided to the investor in s lengthy response letter which explains the rationale 
underlying the recommendation, and suggests specific relevant mutual funds tor investment based on the al- 
location. The recommendation consists of percentage ranges in which the investor should be invested in equity, 
income, and money market investments. A document aurnrnarixing the investor's answers provided on the 
questionnaire w* accompany the response tetter. The investor wKI be asked to review the document to insure 
20 thst his n commendation is based on accurate *i for mat ion. 

The preferred embodiment of the system m accordance with the present invention uses the questionnaire 
information to sssign the investor to one of 17 categories in dependence on his financial status, goals and nsk 
tolerance. These categories and the allocation recommendations may be summarized as foflows: 

JS Categories 



1. Maximum Safety and Stability (aB in high grade short-term investments) 

2. Ma* mum Stability (all in money market investments) 

3. Stability (most in money market investments, some in bond funds) 

» 4. Stability and Income (low hsk) (portion in money market investments, a portion m bond funds) 

5. Income (tow nsk) (most m bonds or bond funds, a portion in money market investments) 

6. StaMity (most in money market investments, some m bond or other income investments) 

7. StaMity and Income (small amount tn equity growth assets, a portion m money market investments, a 
portion m bond or other income investments) 

33 0. Income (smell amount in equity or growth assets, a portion in bond funds and other income investments, 
smaser allocation to money market investments) 
9. StaMity and Secondary Goal of Growth (moderate m equities with extended penod investment, the rest 
with higher allocation to money market funds and smaller allocation to bond funds or other income in- 
vestments) 

*o 10. Balance Among Stability. Income and Growth (moderate in equities with extended period investment 
e portion in money market funds, a portion in bond funds or other income investments) 

11. Income end Secondary Goal of Growth (moderate in equities with extended penod invesenent. alloca- 
tion to bond funds or other income investments, s portion in money market funds) 

12. Income. Stability and Growth (low risk) (portion in growth as strategic investment, a portion m income 
o investments, a portion in money markets) 

1 3. Income and Growth (low-medium risk) (portion in growth ss strategic investment, portion in income in- 
vestments, a smaler portion in money markets) 

14. Growth and Secondary Goals of Income and Stabtity (a smaller portion m growth as strategic invest- 
ment, a portion in income investments, a smelter portion in money markets) 

so is. Growth and Income (a portion in growth es strategic investment, a portion m income investments, a 
smafler portion in money markets) 
16. Growth (higher allocation to equity investments with smaller allocations to income and money market 
instruments) 

.. . .17. Growth (htgher allocation to equity investments with opportunity, money market instruments as cash 

ss reserve) 

It will be seen that the caiegones described above correspond to a continuum of allocation proposals based . 
upon the investors ability and willingness to accept risk in order to achieve his goals, and the lines dividing 
the categories can vary in dependence on changing economic conditions. It wdl also be apparent that the par. 
ticular investments recommended for investment withm the growth, income and money market areas will vary 
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as they become avaaabie. but thai the nsk.er/higher return investments will be increased as the category .n. 
creases. 

The logic structure underlying the asset allocation system is a follows. First, an investor s 'dedicated re- 
serve* is established. The "dedicated reserve* feature of the system generally refers to (he amount of money 
an nvestor will need to make cer tarn specific large purchases within the next 10 years including, for tump,, 
buying a home or paying college tuition. Question 16 of the questionnaire is designed specifically to elicit ,ni 
formation on the investor's shorter-term financial requirements. Once determined, the investor is advised tnat 
most or ail or this amount should be invested in money mar kits for safety and liquidity purposes. The Medicated 
reserve* as used here* is unique to the system end is not believed to be an industry-wide concept. 

The dedicated reserve deter mmaoon m made as follows. If the investor states that such money womd be 
needed with* S years, for example. 100% of this amount would constitute the dedicated reserve, however, if 
thit money is needed in 5- 10 years, the dedicated reserve would be set at 80- 100% of this amount as deter- 
mined by the program based on certain other factors. So. an investor who says in the question™*, mat ne 
will need to use $20,000 in 3 years for a particular purpose will be advised that this $20,000 should rema* 
liquid and be invested in money markets, and this amount will constitute the investors dedicated reserve Note 
that an investor who indicates that he has no large, shorter-term expenses upcoming wti not have e dedicated 
reserve). A/tar setting the dedicated reserve, the allocation recommendation .s made among equity 
bond/Income, and money investments, end is to be applied by the investor to his remaining assets available 
for investment 

Secondly , after the investor's dedicated reserve is set the "equity module" is employed, tt determines wnat 
portion of an investor's remaining assets avatfable for investment should be invested in equities. The decision 
is largefy a function of an investor's risk tolerance es stated in the questionnaire. Also, the investor s long-term 
financial needs are considered. For example, the system might suggest that 30-50% of the investor s money 
should be in equities. 

JhjrdJx. tittf « n « •duity model is executed, the "fixed-income module* allocates the investors remaining 
investment dollars. This decision involves an allocation between bond/income investments and money market 
investments, and 'S ■ ^fiction of the extent of the investor's need for income coupled with the investor s nsk 
tolerance. Generally, the greater the need for income end the higher the nsk tolerance expressed, the greater 
the allocation to bond/income mvestments. The fixed income model, for eiampto. might suggest 20-40% be 
mvested In bond/income funds and 20-40% in money markets. It is important to remember, though, that the 
dedicated reserve wtfl be added into the money market allocation and w« result in a percentage range for mon- 
ey markets which is hxjher than 20-40% based on the overall assets available for investment. Consequently, 
this would proportionately reduce the overall allocation percentages for equity and income investments 

The system provides for a plurality of investment options or basic allocation "buckets*: however, the use 
of the dedicated reserve feature can result in an infinite number of possibdities. To conclude this e«ampie. the 
foedwing allocation recommendation might be offered m a Ml response letter 

a. The $20,000 needed within 2»S years should be invested in money markets to insure i.quidity and the 
ability to meet this short-term obligation and. therefore: 

b. Total Assets a vaJabie tor invesiment should be allocated as follows: 



Equity (Growth) 
Income 

Money Market (including the dedicated reserve) 



24-40% 
16-32% 
36-52% 



Before specific mutual funds are recomm en ded for investment within the specific categories (many, but not 
necessarily aH of the mutual funds may bo recommended), an investor's tax situation is considered and the 
investors entire fixed income allocation is made subject to a taxable/tax exempt calculation. (See Question 6 
ofthe questionnaire). Based thereon, the Investor is advised * a taxable or tax-exempt investment is most ap- 
propriate for all or some of his assets earmarked for a fixed income investment The recommendation is a func- 
tion of the investor's federal tax bracket or combined federal and state tax bracket the investor s state of res- 
idence (i.e. whether there is a double tax-free fund for those state residents) and. in certain limited circum- 
stances, the investor's city of residence. 

Ultimately, the specific mutual funds are recommended to the investor in accordance with the recommend- 
ed percentages and tax calculation and in consideration of the degree of risk tolerance expressed by the in- 
vestor in the questionnaire-. 

Figure 1 is s block diagram of a data processing system in accordance with a preferred embodiment of 
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the present invention. The system includes an input device i by which answers from the Questionnaire are m. 
out Input device 1 is advantageously embodied m e keyboard devce. scanner or the> like. The oata mout 
through input device t is fed to a digital computer 2. which may be a mainframe computer, personal eomouter 
5 or the like, that administers the program to allocate the financial assets desenbed m tne questionnaire. Com. 
puter 2 includes a central processing unit (CPU) 3 that performs data processing on the input data in accor- 
dance with control programs, including the allocation program. Read-oniy-memory (ROM) 4 and random-ac* 
cess-memory (RAM) S provide storage and work space for CPU 3. and in particular the allocation program 
can be loaded and executed m RAM S. An external storage device 6. such as a floppy disk, or urn etc.. stores 
>o data on the avertable allocation bvekets. e.g.. data defining the specific funds available for investment, which 
data is retrieved into RAM 5 when necessary. 

When the data from the dues bonne ire has been processed by CPU 3 to produce either a successful allo- 
cation of assets or to produce any of a variety of error messages and intermediate results, the successful al- 
location result or the error results ere output through a pnnter 7 and/or a display 6. which may be. for s sample. 
is a CAT. As desenbed above, the results of a successful allocation are presented m a form of a letter giving a 
detaied report to the individual investor and include a recommend atxjn of asset allocation among the venous 
buckets. 

1 1 will be understood, of course, t hat t he system mey include a plural ity of in put devices 1 . storage 6. printers 
7 and diepJeye 6. so that the data may be Input and the results output at a plurality of locations, input device 

» 1 . computer 2. storage 6. printer 7 and display 6 may also form part of a larger local area network or wide area 
network to improve access to the system. 

The system of Figure 1 is designed to store in RAM 5 the advantageous allocation program in accordance 
with the present invention. A flowchart of the overall allocation program is illustrated in Figure 2. The program 
starts at step $1. in which computer 2 receives the answers to a ouestionneire. it wil be understood that the 

75 answers to a plurality of questionnaires can be input together, with each ouestionnare being processed m se- 
quence, tn step 32. the program checks to determine whether the questionnaire is valid or falls into one of a 
number of predetermined exceptions requiring individual consideration. If the Questionnaire fits mto one of 
these exceptions, the program moves to step S3 to terminate processing as to that questionnaire, which may 
include issuing a preliminary report as to the nature of the exception. Thereafter, the program may return to 

Jo step Si to process another questionnaire, if present. 

However, if the questionnaire is determined to be velid. the program moves from step S2 to step S4 and 
then to step SS in which the dedicated reserve is calculated, and then m step S6 the remainder for investment 
is calculated. Thereafter, the program moves to step S 7 to compute additional scores or weights to be accorded 
various ones of the answers to the quesuonnsira to properly reflect the interdependence of the answers upon 

3$ each other in determining asset allocation. The program m accordance with the present invention provides 
this advantage by assigning an Income Score and a Equity Score m dependence upon the questionnaire m. 
formation, and then adding weights in the form of points to the Income and Equity scores. After the weights 
are computed and added to the Income and Equity scores m step SS. men steps S6. S9 and S10 in sequence 
determine the equity bucket, the fixed income bucket and the taxabte/tai free bucket. As eipiained above, tt 

<o is advantageous to determine the buckets m this order so that both short term liquidity needs and long term 
financial goals can be accommodated. Finally, in step S It. the program prepares a report which is then dis- 
played on display 8 and/or printed at printer 7. Advantageously, the report is in the form of a letter to the indi- 
vidual investor, giving spectfie dedicated reserve and allocation recommendations, together with an eapiana* 
uon of the significance of these recommendations. 

*S Figure 3 is a more detailed flowchart of steps S2-S4 of Figure 2. As shown therein, there are venous ei- 

captions which wil require either additional information or clarification from the investor, or which vnti require 
^dividual consideration dependent on his particular situation. Thus, if the questionnaee includes incomplete 
questiona in step St 2. multiple answers in step S 13. unsolicited responses m step Si 4. oris determined to be 
an incorrect questionnaire in step St5. additional information a required from the investor. On the other hand. 

so if the eivestor identifies himself as not being a U.S. resident * step S16 or as not being an individual in step 
S17. this mlormation w* require individual attention. Therefore, if any one of these exceptions is determined, 
the program moves to step S3 to piece the questionnaire m the exception pool. However, if no exception exists, 
the program moves to step S4. 

Figures 4A-4F ilustrate the rest of the overall control program of Figure 2 from step S5 through step SiO 

ss for e 1992 example. Aa used in the following discussion, the symbol *Q* m will identify the answer to the question 
having the corresponding number m the questionnaire. The major steps are broken down m more doted as 
folows. 

To begin the allocation, first the initial values for the Income and Equity scores are totalled m hundreds 
or less m step S16 (Fxjure 4A) from points assigned to ihe questionnaire answers. The program then moves 
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to step S19 to compote the dedicated reserve, if any. That .s. .n deoenoence uoon the investor $ ., 0 u,d.iy neeos 
and plana, a dedicated reserve may be set aside. This computation is performed in steps S20-S23 Thus f.rsi 
R it computed in step S20 as: 

R • (TOTAL Non. IRA ASSETS (0 1 7 1- 8)). (Q16A*00 168 MO 80)0160 
The program then checks m step S21 if R/((0.20)0 16(C))«. If the answer .s yes. then >n step 522 the dedicated 
reserve is: 

Dedicated Reserve » Q 1 6A *Q1 68*f 0.60)Q 16C. 
On the other hand, if in step S21 the snawer is no then m step S23 the dedicated reserve is 

Dedicated Reserve ■ 016A*Q168*016C. 
In step S24 the remainder is computed, which is simply TOTAL Non-IRA ASSETS . (Dedicated Reserve 
The program then begets in step S25 the computation of the weights to be assigned to the Income and 
Equity scores. wh«h weights sre determined by additional scores added to or subtracted from the income and 
Equ«y scores. The procedure is as follows. In step S26 (Figure 48) the value of X is computed as 
X • ((TOTAL Non . IRA ASSETS) . (Dedicated Reserve) /((Lesser of 1 991 and 1992 Income) ♦ Non - T a «. 



where TOTAL Non-iRA ASSETS is the sum of 017(1)017(8). It w« be understood that the incomes are lor 
the current year and the previous year, and the Questionnaire wil be appropriately modified each year. 

In steps S27-S36. the value of X is checked and then different weights are added to Income and Equity 
in dependence upon the value of X. Thus, if X is under 0.25 (step S28). 35 points are added to income and 1 5 
points to Equ< y (steps S 29 and S30). If X is between 0 .26 and 0.50 (step S31 ). 20 points are added to income 
end 7 points to Equity (steps S32 and S33). rf X is between 0.51 end 1.0 (step S34). s ports are added to 
Income and no points lo Equity (stop S35). whle if X is greater than 1.0 (stop 536). no ports are added to 
either Income or Equity. In all four cases, the program then moves to step 537. where* the value of Y (Stated 
Income) is computed as: 

V « (Lesser of 1991 snd 1992 Income) ♦ Non - taxable Income 

The program then begins in step S38 to add points to the Equity Score in dependence upon Y and the 
answers to Questions 11 snd 17. Specifically, stop S38 implements the Mowing table for calculating the added 
points: If Y is under $20,000. 

017 lines 1-8 Retirement snd Non-retirement 
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017 line. 1.9 Retirement and Non-rebre ment 



'on 


SO. SUM 


$50,001 - S100M ! 

1 


over$l00M 


1 


! - 


100 1 


100 J 


2 


25 


15? 


15 1 


3 


10 


0- 


0 


4 


0 


0: 


0 




0 


0 


0 




0 


0;' 


Or 




0 


0 ; 


0 



'^►."V^™^ ««P 547 it i, eh.c*M wM.tw th. TOTAL Non-IRAASSETS «. 

in ,»o SS0 .h^^TJ^n^T^ 9 ' "' , ,B,WW " S " P 546 " "* « he " 

yt» 20 point* Jm7!*vJ*Jn!ll.^. Non-IRA ASSETS ar. 5 r«.u,r man $200 000. If th* •n.« w „ 

* .1 ca... to «tp S53 ^ ^ nC ° m * ,n<1 E,U " y ,aX "- <,nd ,h » °">V™ -no." 

In step S54 (F,gur. 4E). (he equity bucket, .re further broken down ,nto the 1 7 categor.es (alloc..™ buck 
and 130. m bucket f 3 the bre.k po.nt. for ct.oo«e> 9.1 1 .re 110 and 85. in bucket ma the break 
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point for categones 12 and 13 it 95. m bucket #5 the break pomt for categories 14 and 15 .3 82 ana .n oucfcet 
*8 the break pomt for categories 16 end 17 is 70. As described above m connection w,th categones 1.1 7 of 
(he preferred embedment, the determination of the category w*. to a large extent, determine wh,cn type of 
investments are to be recommended and the nature of the particular investments w*mn eacn type that >s 
the amount of risk permitted m the mvessnent. 

The remaining steps S55-S69 relate to the calculation of specific percentages for recommendauon ana 
spec*** funds that the service has avertable at the particular lime. Whle these determinations may be useful 
to the investor m providing specrfic idontrfiabta proposals, they are of secondary consideration as compared 
with the determination of the equity and allocation buckets in steps S53 and S54. which generally identifies 
the type of investments recommended for the particular investor as well as the general proportions of those 
recommended types of investments. 

Thus, in step S55 the percentage allocation for money market or bond/income funds is determined. Step 
S56 checks to see whether a dedicated reserve « required, and if so. m step S57. this amount m default money 
merket dollars is added beck in and the allocation percentages are adjusted to reflect this m step S58. There- 
ef ter. or if there is no dedicated reserve in step 556. the program moves to step S59 (Figure 4F) to make specif c 
fund recommendations by category. Thus, to determine the money market and bond recommendation, t he pro- 
gram moves to step S60 and in step S61 determines whether taa exempt investments would be of use. relying 
on the answer to Question 10. If the answer in step $61 is no. default taxable funds are obtained m step S62. 
ff the answer is yes. default tax exempt funds are obtained in step S63 and alternative taxable funds are ob- 
tainable in step S64. As explained above, tha specific recommendations on funds will depend upon which m- 
vesbnents are aveiabie at any particular bma. in both cases, a successful allocation here of money market 
and bond investments is indicated at step S65. 

On the other hand, to recommand specs' tc funds in the growth area, the program moves from step S59 
to step 566 and in step S67 determines whether tha investor has been assigned any of categones 14-1 7. This 
occurs, as indicated, when tha investor has indicated that growth is important and that he is able to tolerate 
medbm to high risk. If the answer in step S67 is no. so that the investor is not in this higher risk category, one 
default fund is chosen in step S66. On the other hand, if the investor can tolerate more nsk. the program moves 
fromstep S67 to step S69. wherein three funds of varying and greater risks may be recommended. Again, the 
program then moves to step S6S to indicate a successful allocation. It wil be understood, of course, that rf the 
investor is placed in a category encompassing both money market and bond investments and growth invest- 
ments, the recommendation steps for both types of investments writ be followed. 

When the allocation is complete, the system prepares a report advantageously in the form of a letter to 
the investor. This letter wfl include not only a discussion of the allocation bucket or category in which the in- 
vestor has been placed, together with a recommendation of overall percentages and specific investments, but 
also sn explanation of how the investor s nsk tolerance indicated by the enswers to the questionnaire has been 
freeted. Thus, the letter w« advantageously identify the investor as one who can or should take a carta* 
amount of risk or who can or should look for stability, income or growth in different proportions. 

For the reasons discussed above, the following three aspects of tha system according to the present m. 
vention are particularly advantageous. 

1. The Asset Allocation Model. The logic structure in first setting the dedicated reserve, snd then executing, 
m order, the equity module, the fixed income module, and the taxable/tax-free module is an advantageous 
method for evaluating the data obtained and producing an asset allocation recommendation. Particularly, 
advantageous is the treatment of an investor's short-term financial needs through the dedicated reserve 
feature. When the data obtained is incorporated in the model, s sound, reasonably prudent allocation rec- 
ommendation is produced. 

2. The Questionnaire. The prof la questions contained in the questionnaire provide s better way of surfac- 
ing an investor s actual tolerance for risk with regard to his investments. Existing poor art is much less so- 
phisticated in both this regard and in offering very specific talored. asdeation recommendations. The 
Questionnaire generates the kind of precise data needed to produce the most appropriate recom m endation 
for each investor. The nuances of the prof le questions end the weight afforded them are a significant as- 
pect of tha system. 

3. Suttabily . The rules of the National Association of Securities Oeafers. Inc. (the "NASD") require that 
investment recommendations made to customers be 'suitable" for such customer. Specif catty, the rule 



In recommending to a customer the purchase, sale or exchange of any security, a member shall have 
reasonable grounds for believing that the recommendation is suitable for such customer upon the bests of the 
'acts, if any. disdosed by such customer as to his other security holdings snd as to his financial situation and 
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Age 8-29 _3M4 _ 45 .5« _5i^ _ 65 . 75 _ 0ver 7J 

J. A Family status: _ Single Married 

B Nu»6.r of Chiid^o: _ oon. _ on. ,wo to «« _ fouf or ^ 

Ea> ?!^ t r i T - Ful, - Ume En "" 0 ^ - Not Employed 
- Pw -° m « Employed _ Self-Employed _ Retired 

4. ^jfY-n » juj^. _ o., (includM ^ rearwj) 
GWESTMENT PROFILE 

5. Choose the ooe that best dssertbes your iov^.u poiiosophy: 

~ i^mr V,0Ve , 1 Jndeflana 1 «"*rvauve approach ma> limit 
growth ot principal m order » reduce risk of lost 

" l£u?oS^ 

^t^^Xt^^ —o to pro.de 

- & «widy high _ High _ Moderately high 
Low _ truppliable 



^^iJXZZZS*? 1 *" U L COa,e b ' • ««««■ *k f loss of 



Mikrau .iSSStm risk " *" gMl 



— " — -W MI W «-VI 

35 — Reduced income/Minimum risk 
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«. In ordtr to tain us is cbunninint which lyp* of invmounti w, ri,h, tor 
A Your riling sums 

8 F^I, F f? ^ mC ° me ° f 1991 ™ s fi * w on your 

c ^ Rcmra Form 1040 < linc 37 >- 1040A (Une 22). or 

C If you have a substantial amount of annua] income chat ts not taxable please 
provide us with an estimate ot that amount. (Exclude one-time income 



Your estimate of what your Federal taxable income will be in 1992. 



9. A la what state is your investment income taxed? 

(This is normally your place of residence.) 

8 Ars you a resident of New York City? _ Yes _ No 
C Are you a resident of Philadelphia? _ Yes No 

O Are you a legal resident of tha US? Yes No 

10. Assuming you tax bracket warrants It. do you have any reason why certain 
types of lax exempt inrestmenu would not be of use to you (for example* if you 
have tnmrxin loans, or if you ara subject to Federal Alternative Minimum Taxi* 
Yea _ No — 

11. What are your approximate net assets (excluding homed) which you occupy 
regularly, fu robbings, automobiles used by you or family members, etc)? Include 
dollar value of assets in checking and savings accounts, CDs* securities (stacks, 
oast*, mutual funds, etc), and other assets (Including read estate) purchased for 
uvestmextf purposes, less any debt owned. (Special note: If the debt on your 
hoaaa exceeds tha value of your home, deduct the amount of this excess debt,) 

Debt exceeds assets _ SO-S10.000 _ Sl0.00l-S23.000 
_ S25.001-SSO.000 _ 150.001 -S 100.000 

_ S 100.O0O-S25O.000 Over $230,000 
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"Modal cimiojuneej? coodiiionj or penooal 

_ Yet __ No 

13. Orer lb. o«t 5 yean, do you okpoc, yoa r » MU „ income to: 

— wmewnai _ Decrease tubsa naaU y 

14. Orer th. oert 5 yean. do you npea yoor |peod|B| ^ 

— weaale Mmewhai _ Decrease substantially 
ItWtat portion of your annual ..eon* are you able t9 UT( t „ taTWmeBt 

- N0 " e _'*-7* _8%-10* _ Over 10* 

«~ T!^ ?» Jr0,,, ia,r « ,M « "«» ro« oe«d back to cotct ririous 

«P«»«. « «• colki. opcoses. bono purchase, debt payments. ieiie™i7££? 
«pensee. or any oth.r purpoM,. for of tb. tta.SK 
*£d« a specUk doiler ^ooo, for each of ,b. ttae £Vo7 iSlot^prL, ' 
•mount as a percenter or 'per year.") p 

_ Withtn 2 yean* $ 

_ 2 to 5 yean $ ~ 

_ 5 to 10 yean $ ■ 



P ^™ l "t! ht "H? nl ° ( * de5t W ,u "• °" demand - *«h « marpa debt. as 
investment doUan needed within two yean. 



it 
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17. Pleas* provide «he dollar amount for the Vestments you currently hate. 

Non-RenYement Rearement Account 

Account (Ira. Koech, 4011c. etc., 

$ Amount $ Amount 

Savings Accoun 
CDS (less (tun 5 yr maturity) 
CDs (greater than 5 yr maturity) 
Money Market 
Income Funds 
Bonds 

Growth or Equity Fundi 
Common Stocks 

Real Estate (Investment Purposes! 
Commodities & Precious Metals 
CoUectibles (coins, stamps, etc.) 
Other Income Investments 
Other Growth Investments 

IS. To help us evaluate your experience to intestine over the last 10 years and 
bZr ^ ° f Vart0US *~ co»p,eu^a? 

The amount of espenence and knowledge I have in each type ot investment 
(Cheek only one boa for each type of Intestment): 

~ „ Linic or None Some A Oreat Deal 
CDs or Savings Accounts _ 

Money Market Funds or Instruments ~~ ~~ 

Stock or Equity Funds ~~ T — 

Bonds or Income Funds ~~ ~~ — 

Options or Futures ~ — ~" 

\9. Th* uaformation I have provided la this questionnaire b a reasonable picture 
of ay financial dtuadou. There are no important facts which would 
Invalidate this picture. Correct Incorrect 



Claims 

1. A data processing systam for adminiatering a program to allocate financial as tats by determining a division 
Of said asaeta among a plurality Of invastmarti. said system composing: 

first memory means for storing investment data defining a plurality of investments; 

second memory means for storing category data defining a plurality of investment categories, each 
investment category corresponding to at least one of said investments: 

12 
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to 



s 




3. 
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4. 




A system according to Claim I. wherein said questionnaire data indudes praaant financial naad data a 
wherein aaid allocation maana ta responsive to said pniaant financial naad data to daduct a dedicaiad 



5. A system according to Claim 4. wtmmn said financial naad data includes monay data and lima of need 
data, and wherein said allocation means determines said dedicated reserve m response thereto. 

«. A system according to Claim 4. wherein said aflocaoon means allocates said dedicated reserve to one of 
said investments corresponding to said suitable investment category. 

7. A system according to Claim 1 . wh^min said financial asset data includes income data and equity data 
said allocation means assigning initial income and equity scores m accordance with said income and equi. 
ty data, respectively, and then weighting said initial income and equity scores m response to a combination 
of said income and equity data. 

8. A data processing method for administering a program to allocate financial assets by determine a d.v.. 
s*n of said assets among a plurality of mvestments. said method comprising: 

stonng m first memory meens investment data defining a plurality of investments. 

storing in second memory means category data defining a plurality of investment categories, each 
investment category corresponding to at least one of said investments: 

inputting questionnaire data including an investor s financial asset data, financial goal data and nsk 
tolerance data: 

alocating said financial assets to a suitable one of said investment categories in dependence on 
said questionnaire data: and 

outputtmg a report including said suitable investment category and said at least one investment 
corresponding thereto. 

f . A method according to Claim 8. wherein each said investment category includes an identification and a 
proportional amount of any investment corresponding thereto. 

10. A method according to Claim 8. wherem said output step includes formatting a letter addressed to the 
investor that descnbes said suitable investment category and said at least one investment corresponding 
thereto, and printing said latter. 

11. A method according to Claim 8. wherein said questionnaire data includes present financial need data and 
wherein said allocation step ia responsive to said present financial need data to deduct a dedicated re- 
serve from said financial assets prior to allocation and then to allocate a remainder of sad f inanctaJ assets 
to a suitable one of said investment categories. 

12. A method according to Claim 11 . wherem said financial need data includes money data and time of need 
data, and wherem said allocation step determines said dedicated reserve m response thereto. 

13. A method according to Claim 11 . wherein sad allocation step allocates said dedicated reserve to one of 
said investments corresponding to sad suitable investment category. 
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MOVE 




QUESTIONNAIRE TO . 




EXCEPTION POOL 



COMPUTE 
DEDICATED 
RESERVE 



S6- 



COMPUTE 
REMAINDER 



S7- 



S8- 



COMPUTE 
ADDITIONAL 
SCORE S 

— I — 



DETERMINE 
EOUITY 
BUCKET 



S9- 



OETERMINE 
FIXED INCOME 
BUCKET 



S10- 



DETERMINE 
TAXABLE/ 
TAX-FREE 
BUCKET 



Fig. 2 



S11- 



OUTPUT REPORT 
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SIS 



S19 



S?0 



TOlAL INCOME AND I 
EQUITY SCORES FOR 
EACH QUESTION 



COMPUTE 
OEDICA TED 
RESERVE 



COMPUTER 




DEDICATED RESERVE = 
OKA*Q16B*Q16C 



S2i 



COMPUTE 
REMAINDER 



COMPUTE 
ADDITIONAL 
SCORES 



S22 

_z 



DEDICATED RESERVE - 
Q16A*Q16B-(08)dl6C 



Fig. 44 
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